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Part II ïRetiree Education Session

Medicare Part D and HRA Basics



ÅUpdated retiree website

ÅMedicare Part D overview

ÅCoverage gap ïñdonut holeò

ÅCatastrophic drug reimbursement

ÅHealth care reform impact on the coverage gap

ÅHealth Reimbursement Accounts (HRA)

ÅFunding & Reimbursement Process

ÅFrequently Asked Questions

Agenda
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http://retirees.fnal.gov
Retiree Website
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http://retirees.fnal.gov/


ÅThe Medicare Prescription Drug, Improvement, 

and Modernization Act (also called the Medicare 

Modernization Act or MMA) is a federal law of the United 

States, enacted in 2003. It produced the largest overhaul 

of Medicare in the public health program's 38-year history.

ÅPrior to MMA there was no prescription drug coverage for 

Medicare participants. 

ÅMedicare Part D plans and Medicare Advantage plans cover 

commercially available drugs or vaccines when medically 

necessary to prevent illness.

ÅPlans are administered through private insurance companies.

ÅEach plan must be approved by Medicare.

Medicare Prescription Drug Coverage
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Medicare offers prescription drug coverage two different ways

ÅMedicare Advantage Plan ïPart C

ï If you have a Medicare Advantage Plan your drug coverage is typically 

included with the plan.

ïThe cost of the drug coverage is typically included with your medical 

premium

ÅMedicare Part D

ïSometimes called PDP

ïThis is separate coverage from your Medigap and you pay a separate 

premium for the coverage

Medicare Prescription Drug Coverage
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Å Medicare Part D is available to everyone eligible for Medicare Parts A and 

B.

Å The same enrollment period applies; birth month, 3 months prior and 3 

months after.

Å You must be enrolled in Medicare Parts A and B to join a Medicare 

Prescription Drug Plan (PDP) or a Medicare Advantage Plan with drug 

coverage (MA-PD)

Å You must live in the planôs service area

Å You must join a plan to get drug coverage.

Å If you decide not to get Medicare drug coverage when you're first eligible, 

you will pay a late enrollment penalty unless you have other creditable 

prescription drug coverage such as an employer group plan.

Å You may switch plans with no medical underwriting during Medicareôs 

Open Enrollment Period is October 15 ïDecember 7 each year, coverage 

starts January 1.

Medicare Part D - Eligibility

3/6/2017 Benefits Office | Medicare Part D & HRA Basics6



Your Medicare Coverage Choices
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Part B
Outpatient Hospital 

Insurance

Part C
Combines Part A, Part 
B and usually Part D

Medicare 
Supplement
MedigapPolicy

No network of providers

Part D
Prescription Drug Coverage 

(Most Medicare Advantage Plans 
cover prescription drugs.  You 

may be able to add drug 
coverage in some plan types if 

not already included.)
Part D

Prescription Drug 
Coverage

Part A
Inpatient Hospital 

Insurance

Original Medicare
Medicare Advantage 

Plan 
Part C (HMO or PPO)

OR

You may not enroll in both a Medigapand a Medicare Advantage.

How do you want to receive coverage?



Å Prescription brand-name and generic drugs

ïApproved by the U.S. Food and Drug Administration

ïUsed and sold in the U.S.

ïApproved by Medicare as medically accepted to treat the 

condition

Å Includes drugs, biological products and insulin

Å Plans must cover a range of drugs in each category

Å Coverage and rules vary by plan

Å In some circumstances drugs are covered under Part B instead of 

by your drug plan:

ïDrugs administered at a dialysis facility

ïSome oral cancer drugs

ïTreatment for ESRD

ï Immunosuppressive drugs after transplant (criteria apply)

Medicare Part D Covered Drugs
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Å Each Medicare Prescription Drug Plan has its own list of covered drugs (called a formulary). 

Å Many Medicare drug plans place drugs into different "tiers" on their formularies. Drugs in 

each tier have a different cost to the member.

Å Each plan has different coverage levels or tiers for generic, formulary, non-formulary and 

specialty drugs.

Å A formulary is essentially a preferred drug list.

Å Brand name drugs are referred to as ñpreferredò or ñnon-preferredò.  These terms have the 

same meaning as ñformularyò and ñnon-formularyò.

Å A drug in a lower tier will generally cost you less than a drug in a higher tier. 

Å Sometimes, if your prescriber indicates you need a drug that's on a higher tier and there are 

valid reasons why you canôt take the lower cost drug, your prescriber can ask your plan for 

an exception to get a lower copayment.

Å A Medicare drug plan can make some changes to its formulary during the year within 

guidelines set by Medicare. If the change involves a drug youôre currently taking, your plan 

must do one of these:

ï Provide written notice to you at least 60 days prior to the date the change becomes effective.

ï At the time you request a refill, provide written notice of the change and a 60-day supply of the drug 

under the same plan rules as before the change.

Medicare Part D ïPlan Design

3/6/2017 Benefits Office | Medicare Part D & HRA Basics9



Tier You Pay Prescription Drugs Covered

1 Lowest copayment Most generics

2 Medium copayment Preferred, brand name

3 High copayment Non-preferred, brand name

4 or 

Specialty

Highest copayment or 

coinsurance

Unique, very high cost drugs

Medicare Part D ïPlan Design Example
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ÅThe copayment amounts would vary depending on the 

plan.

ÅSome plans may have co-insurance instead of a 

copayment

ÅEach plan includes a list of prescription drugs covered by 

the plan.



In 2017 most participants will pay:

ÅMonthly premium*

ÅYearly deductible* ïmaximum of $400

ÅCo-payment/coinsurance* depending on the drug tier up to 

$3,700 (you and plan)

Å40% of the cost for covered brand name drugs while in the 

coverage gap

Å49% of the cost for covered generic drugs while in the 

coverage gap

ÅAfter the coverage gap limit of $4,950, you will pay 5% of 

retail cost.  This is the catastrophic drug level. 

*premium, deductible and co-pay/coinsurance varies by plan

Medicare Drug Plan Costs
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Medicare Drug Plan Costs
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Deductible

$400

You pay 100% of the cost 

up to the deductible. 

Maximum deductible of 

$400.

Not every plan has a 

deductible

Out-of -Pocket 

Spending Limit

$4,950

Once you and your Part D 

plan spend $3,700, you pay 

40% of the cost for brand 

name drugs and 49% of the 

cost for generic drugs

Catastrophic  

Coverage

Level

After your out-of-pocket 

spending reaches $4,950 

you will pay 5% of retail 

cost or $3.30 for generic 

or $8.25 for brand

Initial 

Coverage 

Limit

$3,700

You pay the copayment or 

coinsurance up to $3,700

Coverage Gap or Donut Hole



ÅWhen Congress created Medicare Part Dôs in 2003, the 

program included a feature called the ñcoverage gapòor 

ñdonut hole .ò 

ÅThis means there is a temporary limit on what the drug plan 

will cover for drugs annually. 

ÅThe coverage gap was meant to create an incentive for 

seniors to use generics and less expensive brand drugs, and 

manage the costs of the new program. 

ÅNot everyone will enter the coverage gap. 

ÅThe coverage gap begins after you and your drug plan have 

spent a certain amount for covered drugs. 

Coverage Gap or ñdonut holeò
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ÅOnce you and your drug plan together have paid a total of 

$3,700 in 2017, you are in the coverage gap or ñdonut holeò.

ÅWhile in the coverage gap you pay the full costs of your drugs.

Å The Patient Protection and Affordable Care Act (ACA) created a 

provision that will close the coverage gap gradually between 2010 

and 2020.

Å The ACA mandated that drug companies provide discounts for 

drugs covered by Medicare. 

Å The size of the discounts increases each year until 2020, when the 

maximum a senior will pay while in the coverage gap is 25% of the 

drugôs costs.

Å It is unclear what impact an ACA repeal, if passed, will have on 

these discounts.

Coverage Gap or ñdonut holeò
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Å Initial Deductible 

ï 2017 $400 (your plan may have a $0 

deductible)

ï You pay 100% for your prescriptions and the 

amount goes toward the donut hole

ï Some plans may cover generic prescriptions at 

100%.  The retail cost goes toward the donut 

hole

Å Initial Coverage Phase

ï After the initial deductible where Medicare Part 

D covers a portion of your costs and you pay a 

co-payment or co-insurance

ï You leave the initial coverage phase and enter 

the coverage gap or donut hole when the retail 

value of your drugs reaches $3,700 (2017)

ï If the retail value of your medications exceeds 

$309 per month, you will enter the 2017 donut 

hole

ï If you have an expensive drug one purchase 

could place you in the coverage gap

ï The explanation of benefits from the Medicare 

Part D carrier indicates the amount you have 

accumulated towards the coverage gap
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Coverage Gap or ñdonut holeò - Example



Å Coverage Gap or Donut Hole

ï In this phase you pay a larger 

percentage of the retail drug cost.  

ï The 2017 donut hole discount for brand 

name drugs is 60% (you pay 40%)

ï The 2017 donut hole discount for generic 

drugs is 49% (you pay 51%)

ï You stay in this phase until your total 

drug out-of-pocket equals $4,950.

Å Catastrophic Coverage Phase - Once 

in this phase you pay:

ï The greater of 5% or $3.30 for generic 

drugs 

ï The greater of 5% or $8.25 for all other 

brand name drugs
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Coverage Gap or ñdonut holeò - Example



Å Fermilab offers additional funds to reimburse participants for out-

of-pocket prescription drug expenses paid after the $4,950 

catastrophic coverage threshold is met.

Å Eligible prescription drug expenses that exceed this threshold will 

be documented on the Explanation of Benefits (EOB) provided to 

you by your prescription drug plan insurer. 

Å Prescriptions not covered by your Medicare prescription drug plan 

are not eligible for reimbursement.  

Å All requests for reimbursement must be made by March 31 

following the year in which the expense was incurred by using this 

claim form.  Funds will be paid out in April; 2016 expenses must be 

submitted by March 31, 2017.

ÅOnce your reimbursement request is approved, you will receive a 

reimbursement of some or all of your eligible expenses depending 

on the size of the subsidy pool and the number of requests. 

Catastrophic Drug Subsidy 
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Å Fermilab funds a pool of money 

each year to pay for the 

catastrophic drug subsidy program. 

Å How much you will actually be 

reimbursed depends not only on 

the amount you request, but also 

on the total number and amount of 

all catastrophic drug 

reimbursement requests received 

for the year. 

Å Example:  Fermilab has a balance 

of $100,000 in the subsidy pool for 

the year.  If there are 4 

participants, each of whom request 

$50,000 in approved subsidy, they 

will each receive 25% of the 

$100,000.  Each participant would 

receive a subsidy of $25,000 for 

the year.

Catastrophic Drug Subsidy - Example
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Only portion of 

out -of-pocket 

costs eligible for 

Fermi catastrophic 

drug subsidy



Å Keep all of your Explanation of 

Benefits (EOB) from your drug 

plan carrier.

Å The EOB indicates the drugs 

and the costs you paid toward 

the initial coverage phase and 

coverage gap.

Å Also include the EOB for the 

drug costs you incurred after 

entering the catastrophic drug 

phase through the remainder 

of the calendar year.

Å All of this is submitted to 

OneExchange for processing 

and reimbursement.

Å The benefits office is available 

to assist you with this process.
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Catastrophic Drug Coverage Reimbursement Process


